ARO4 


Wf 


1978 ANNUAL REPORT 
Somerville Belkin Industries Limited 


al 


somerville Belkin Industries Limited, 
with its head office located in Mississauga, 
Ontario, operates ten plants — in Montreal, 
Brockville, Toronto, Bramalea, London, Windsor, 
Winnipeg and Richmond. 


The Company produces folding cartons, flexible 
packaging, games and puzzles, vacuum formed, 
compression and injection moulded plastics, 
automotive products, and provides 
merchandising services. 


Morris Belkin 


Report to 
Shareholders 


Robert F. Krause 


The sales of Somerville Belkin 
Industries Limited for the fiscal year 
ended September 30, 1978, amounted 
to $94,631,000 compared to | 
$55,103,000 in the previous period. 
The latter figure is not comparable, 
however, as the 1977 fiscal year | 
covered a period of only nine months 
as the Company's year end was 
changed from December 31 to | 
September 30, effective September 30, 
1977, in order to conform with the year 
end of its parent company. By way of 
comparison, sales for the twelve 
months ended September 30, 1977, 
amounted to $72,929,000 hence the | 
current period’s performance 
represents an increase of 29.7%. 


| 
Packaging sales for the twelve months 
to September 1978 amounted to 
$75,706,000 compared to $56,323,000 
achieved for the comparative period of 
1977 and $42,823,000 for the short 
1977 fiscal year. Sales for 1978 include 
the results for the full year of the 
Richmond, B.C., Folding Carton Plant — 
which was acquired from Belkin — 
Packaging Ltd., on June 30, 1977. 
Other segments of the Company 


showed sales of $18,925,000 for the 
twelve months which represents an 
increase of $2,319,000 or 13.9% from 
the comparable period of 1977 and 
compares with $12,280,000 for the 
nine months to September 1977. The 
sales improvement in the current year 
is mainly attributable to the strong 
performance in the Automotive 
Products Divisions. 


Net Income for the twelve months to 
September 1978 amounted to 
$2,158,000 compared to an unaudited 
$2,332,000 for the comparable period 
of 1977 and $1,838,000 for the nine 
months to September 1977. The 
Packaging Divisions performed well at 
all Divisions with the exception of the 
new Brockville plant which is designed 
to produce high quality gravure printed 
tobacco packaging and which entered 
commercial production early in the 
fiscal year. Various production 
problems and inefficiencies while 
training employees in this new process 
contributed to an unsatisfactory 
performance. 


The Automotive Products Divisions 
produced record sales and profits 
during the year despite the effects of a 
13 week strike at the Windsor plant. 
The Plastics Division also produced 
improved results over 1977, while 
Merchandising Services turned ina 
satisfactory performance. In the 
Games Division the long standing 
association with Milton Bradley will be 
terminated effective December 31, 
1978. This will not have a material 
impact on the overall Company’s 
profits. It is the intention of Somerville 
Belkin Industries Limited to continue in 
the games business in 1979 with jig- 
saw puzzles and other games and to 
actively seek new licensing 
agreements with foreign suppliers and 
allied products. In general, the 1978 
performance of the Games Division 
represented an improvement over the 
previous year. 


The Company's equity earnings in 
Mastico Industries Limited in which it 
holds a 50% interest, were lower than 
for the previous twelve month period 
due to a shortfall in sales and lower 
selling prices. With decreased car 
sales being called for in 1979 the 
Company is not optimistic that it can 
improve its performance. 


It is a pleasure to thank all those 
employees who have contributed to the 
performance of the Company in the 
past year and we count upon their 
continuing support toward a successful 
year. During the year Robert F. Krause 
joined the Company as President and 
Chief Executive Officer and was also 
elected to the Board of Directors. In 
August of 1978 the Company relocated 
its Head Office from London, Ontario, 
to Mississauga, Ontario. 


With continued strong demand for all 
the Company's products, we are 
looking for improved results in fiscal 
1979. 


M. Belkin, 
Chairman of the Board 


Robert F. Krause, 
President and Chief Executive Officer 


Consolidated 
Balance 


Sheet 


(000’s omitted) 


Somerville Belkin Industries Limited 

(Incorporated under the laws of Canada) 

As at September 30, 1978 

(with comparative amounts as at September 30, 1977) 


ASSETS 


Current Assets 
Accounts receivable 
Income taxes recoverable 
Inventories (note 2) 
Prepaid expenses 


Investments 
Shares in 50% owned company — Mastico Industries Limited — at equity value 
Sinking fund for preferred shares — government and industrial bonds 
at market values (cost $115,405) 


Fixed Assets (note 3) 
Land, buildings and equipment 
Less accumulated depreciation 


Intangibles 
Debt financing costs 
Preproduction costs 


Approved by the Board 
M. Belkin, Director 
W.H. Rayner, Director 
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1978 


$16,020 
900 
20,175 
762 


37,857 


1,123 


812 
$60,425 


$55,043 


LIABILITIES 


Current Liabilities 


RNS, ers SLOT ey Hered esac Wy ieek kas sans Ais svawteondisaivascevawuenavieenin sovgdaeaneiens 
SNS DAV ADIS ANd ACCIUC NADINTCS ..j...c-2.ceresececscscssecsecncsecccvacevavessveravesovsveceenseedensones 
Payable to parent company, Belkin Packaging Ltd... 
EM ELAN TIA VAD |S erates yas ocr ye eilvtecax sui sureaadchasidsearsseisesuedetucadsedecdoigecnnsaananenesaune 
NISHA VAIS Fi. 5.cbcdinsecul davsaresasesatanavesvavevensésons 
Long term debt payable within one yeat.................... 


SER OE ok ee tre Pre ee 8 ec 1p es ese aial ouaaulan dann etaceiarscaulesstbldawcacceunatnsinanvsvanenses 


mememaxeS WOVICCH MOL CUITEMUY PAYVADIC ...... ccc. cccscenseecseeescedesscectevetsevevsnsesesenesosenonstseeies 


Shareholders’ equity 


PT AIOR OOH (MOTO) O) cars ncnas oe tasacVsaleara trades uss cpcteaerears 
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Excess of appraised value of fixed assets over cost 
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1978 


$16,106 
7,066 


__1977 


$13,738 
5,748 
2385 
833 

22 
UNS 
21,801 
10,425 


4,172 


13,993 
3,730 
___92e 


18,645 
$55,043 


Consolidated 
Statement of 


Retained . 
Earnings 
(O00’s omitted) 
Somerville Belkin Industries Limited 
For year ended September 30, 1978 
(with comparative amounts for nine months ended September 30, 1977) 
1978 1977 
Balance at beginning Of Dero’. 2. eh cise willdeatan oavshe bas walle ae seaegse snes gee ae ae ee ne $ 3,730 $ 2,455 
NOt INCOME). i: cohadorsduanesdectlbasaedetbsiulhwsysuiea nea bdya Uh avalosiy scariest acter geste ea 2,158 1,838 
5,888 4,293 
Dividends 
Preferred: shares,: 1953: SOr@S iviici.cscsescuhceshunsauas caupemuee ees sete eee eee ete ee 84 65 
COMMON: SNAPES ii. ccsl) des scevee eosoetelveswelaeeaveuodasemsusitee Ive ante ene ee 1,495 498 
1,579 563 


Balance at end Of POrid sc. Josccccssssses thy soncquucassanvetegscire Sse ciee th egestas eaten aa anna $ 4,309 $3,730 


Consolidated 
Statement of 


income 
(000’s omitted) 


Somerville Belkin Industries Limited 
For year ended September 30, 1978 


(with comparative amounts for nine months ended September 30, 1977) 


Costs and expenses 


Cost of sales, selling and administrative 


expenses before the following items 


| EILCS aleg BB nee i ae eas a ee ree 
Matere SHON ONG TENN CED nic. cecdiccrcciseedeceecceeedene 
MEMOS foe ay soviytedicty soy seawouasasbacur vids se sentverd es 
Amortization of preproduction costs.............0. 
Amortization of debt financing costs................4. 


Pees ONT) OD CTALONS ocirics hast tia csadversnehensbenevecsctast 
Equity in net income of Mastico Industries Limited 


imeomie DETOLE INCOME tAXCS....:...ccccssseccsestessseseccasees 
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1978 
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Consolidated 
Statement of 
Changes in 
Financial 
Position 

(000’s omitted) 


Somerville Belkin Industries Limited 
For year ended September 30, 1978 
(with comparative amounts for nine months ended September 30, 1977) 


1978 
Working capital derived from 
Operations 
INGE IPICORTIS 5 aie iics Suter ieee cel diesen eos cee dh wn tess ctu Gere bac on osiag RE Rte ner Cetera a $ 2,158 
Items not involving working capital 
DODO ClALONY ace ins oie Poe caasnce ces os See sat ae aed ea ee eee at aie ct eR ee 1,745 
income taxes provided not currently payables. cicsfeescs ee crave i ae ee eee 678 
increase inequity in: Mastico Industries Eimited sa. ay ..ciaceereces auc cetu eee ete een (222) 
Amortization of preproduction: COSTS: 3. nes ul os occa eee vee ean ee 124 
Amortization of debt financing! COSTS sic ia 220 so 5s, sec meer Mite da S 
4,496 
Issue of preferred shares for purchase of 
Richmond: BiG aGiviSton yi s.cccuccuacsecamsundngceseesk dotaek oo ccreltece hear ae ee ee 
Term bank loan for purchase of 
Richmond BCs GASH ces cee ae Fev casacee icons ee seas cee a Sore nC eo 
__ 4,496. 
Working capital applied to 
Purchase of Richmond, B.C. division 
(net of. working: capital Of $3,708) .ccie.c.saccalee seats pa tatinzane: ae ce mh meen eee enn een 
Purchase of fixed assets (net of disposals) <..c..:i1.. csnsseivaass atte oreseeeey eens eee 1,359 
DIVIGONS Gigs dnc Meedi apes Rat eaaneeratacaw eects » wakes a ras orc 1 arn att ean 1,579 
Reduction.in long: terri Geib. ca ac apeeass sc sect einsd- Seamer sh ealeaths aati eee 555 
PYEPFOGUCTION COSIS ,.o5e. sczik Acs aca Oi baad} corte cae hee Societe ee gc 249 
Purchase of preferred shares: tor Cancellation... x20). 2nen meen gare ee ae re 66 
3,808 
Increase In Working Capital ..:.cccedencaseneoe stetor otamena or ne once meet onetaeiaetts xe eee ee eee 688 
Working capital at beginning: Of, DEMO aia 22 v. sognceops cs entenee tyes oe eee 10,622 
Working capital at end Of period... sai... disssndeecscantncetns sy oesseeer ata ene eee nee $11,310 
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$ 1,838 
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3,000 
11,821 


9,007 
920 
563 
178 
492 
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644 
9,978 


$10,622 


Notes to 
Consolidated 
Financial 
Statements 


Somerville Belkin Industries Limited 
September 30, 1978 


1. Summary of Significant Accounting Policies 


(a) 


am, 
= 


(Cc 


“— 


(d 


“— 


(e) 


Basis of consolidation 

The consolidated financial statements include the 
accounts of Canadian Folding Cartons Limited and 
Somerville Automotive Trim Limited. These wholly 
owned subsidiaries are inactive. 


Inventories 

Inventories are valued using the first in first out 
method. Raw materials and supplies are valued at the 
lower of cost and net realizable value. Work in 
process and finished goods are valued at the lower of 
cost, which includes an allocation of factory 
overhead, and net realizable value. 


Fixed assets and depreciation 

Buildings and equipment are stated at cost except for 
buildings owned in 1951 and equipment owned in 
1955, which are stated at depreciated replacement 
values in accordance with appraisals made in those 
years. Other fixed assets and additions subsequent 
to the appraisals have been shown at cost, which 
includes, since 1976, interest paid on funds borrowed 
for major equipment additions. Depreciation is 
provided on a straight-line basis over the estimated 
useful lives of the fixed assets. 


Debt financing costs 

Debt financing costs related to the 81/2% Series A 
sinking fund debentures are being amortized over the 
twenty year term of the issue on a straight-line basis. 


Preproduction costs 

The Company follows the practice of deferring costs 
associated with major plant expansions and 
amortizes these costs over the five year period 
immediately following the commencement of 
commercial production. 


2. Inventories 


1978 1977 
Raw materials and supplies $ 6,533,803 $ 5,656,161 
Work In process 5,053,940 4,969,909 
Finished goods 8.587737 7,160,925 
$20,175,480 $17,786,995 
3. Fixed assets 
1978 1977 
Accumulated 
Cost depreciation Net Net 
(Note 1 (c)) 
Land $ 1,950,554 $ 1,950,554 $ 1,950,554 
Buildings 7,920,808 $ 2,621,020 5,299,788 5,488,778 
Machinery and 
equipment 28,145,941 15,106,349 13,039,592 13,327,291 
Leasehold 
improvements 332,957 98,112 234,845 144,364 
$38,350,260 $17,825,481 $20,524,779 $20,910,987 
4. Long term debt 
1978 1977 
81/2% Series A sinking fund 
debentures due April 1, 1993 $7,500,000 $7,600,000 
Term bank loan 2,925,000 3,000,000 
10,425,000 10,600,000 
Less payable within one year 555,000 175,000 
$ 9,870,000 $10,425,000 


Under the terms of the Trust Indenture the 8'/2% Series A 
sinking fund debentures are secured by a floating charge 


on the assets of the Company. 


The term bank loan and bank advances are secured by a 
general assignment of accounts receivable and 


inventories. 


Principal due on long term debt during the next five fiscal 


years is as follows: 
1979 


— $555,000 


1980-1983 inclusive — $480,000 per annum 


5. Capital stock 


Preferred, cumulative 
and non-cumulative 
redeemable shares, 
par value $50 each, 
issuable in series 

Authorized 
Less purchased for 
cancellation 


Issued and 
outstanding 
$2.80 sinking fund 
cumulative 
preferred shares, 
1953 series, 
redeemable at 
$51 per share 
$4.00 non-cumulative 
subordinated 
preferred shares, 
1977 series, 
redeemable at 
$51 per share 


Common shares 
without par value 
Authorized 
Issued and 
outstanding 


Number of Shares Amount 

1978 1977 1978 1977 

140,000 140,000 

10,578 9,272 

129,422 130,728 

29,422 30,728 $ 1,471,100 $ 1,536,400 

100,000 100,000 5,000,000 5,000,000 

129,422 130,728 6,471,100 6,536,400 

500,000 500,000 

498,300 498,300 7,456,300 7,456,300 
$13,927,400 $13,992,700 


6. Long term leases 


Long term leases entered into by the Company extend 
into the year 1997. Under the terms of such leases, the 
aggregate minimum rental amounts to $7,146,000. The 
minimum annual rental payable thereunder for the years 
1979 to 1983 is approximately: 


1979 
1980 
1981 
1982 
1983 


$773,000 
621,000 
608,000 
596,000 
567,000 


7. Other statutory information 


1976 


TOY. 


(a) Directors and officers 


Number of directors 


7 


Aggregate remuneration 


as directors 
Number of officers 


$ 3,000 
8 


Aggregate remuneration 


as officers 


$313,227 


Number of officers who 


are directors 
Classes of business 


(b) 


3 


Nil 
6 


$220,880 
2 


In the opinion of the directors the classes of business 
contributing in excess of 10% of sales were as 


follows: 
Amount Percentage 
1978 1977 1978 1977 
Packaging $75,706,264 $42,823,239 80.0 eich 
Other 18,924,719 12,279,794 20.0 22:3 
$94,630,983 $55, 103,033 100.0% 100.0% 


Auditors’ 
Report 


To the Shareholders of 
Somerville Belkin Industries Limited 


We have examined the consolidated balance sheet of 
Somerville Belkin Industries Limited as at September 30, 
1978 and the consolidated statements of income, 
retained earnings and changes in financial position for 
the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, 
and accordingly included such tests and other 
procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the company as at 
September 30, 1978 and the results of its operations and 
the changes in its financial position for the year then 
ended in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding period. 


Chartered Accountants 
London, Canada 
November 20, 1978 
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Morris Belkin 

Peter A. Cherniavsky 
Robert F. Krause 
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Plaza 5, Suite 301 
Mississauga, Ontario 


Transfer Agent 

The Canada Trust Company 
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Winnipeg and Vancouver 
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The Toronto Stock Exchange 
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Industrial Relations 
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“Somervile Belkin Industries Limited 


somerville Belkin Industries Limited, 
with its head office located in Mississauga, 
Ontario, operates eleven plants — in Montreal, 
Brockville, Toronto, Bramalea, London, Windsor, 
Winnipeg, Richmond, and Burnaby. 


The Company produces folding cartons, flexible 
packaging, vacuum formed, compression and 
injection moulded plastics, automotive products, 
and provides merchandising services. 


Morris Belkin 


Report to 
Shareholders 


Robert F. Krause 


The sales of Somerville Belkin 
Industries Limited for the fiscal year 
ending September 30, 1979 amounted 
to $112,399,000 compared to 
$94,631,000 in the period ending 
September 30, 1978. The two figures 
are not comparable inasmuch as the 
fiscal 1979 figures include the five 
month results of National Paper Box. 


Earnings declined to $1,725,000 from 
the 1978 fiscal earnings of $2,158,000 
primarily due to a five and one half 
month labour strike at two of the 
eastern packaging plants. This, 
coupled with high interest rates and 
intense competitive pressures further 
depressed earnings. Operating cash | 
flow for the period was $4,121,000 as © 
compared to $4,636,000 in fiscal 1978. 


Packaging sales for the twelve months. 
to September, 1979 were $92,484,000 
compared to $75,706,000 achieved in 
the comparable period of 1978. Other — 
divisions of the company achieved 
sales of $19,915,000 which compares | 
with $18,924,000 in the previous 
period. The sales increase was 
attributable to a strong first half 


performance of the Automotive 
Products Division, although demand 
for reinforced plastic panels and 
automotive parts weakened in the last 
half of the year. 


Merchandising Services, Plastics 
Division, Games Division and the 
Automotive Products Divisions all had 
profit improvements over fiscal 1978. 


The Brockville, Ontario packaging 
plant which was established in 1977, 
experienced a significant improvement 
in profitability as did the Winnipeg and 
Richmond, B.C. plants. The five 
months’ earnings contributions of 
National Paper Box were substantial. 


The Montreal packaging plant, one of 
our largest facilities, and the printing 
department of the London packaging 
plant, were both shut down as a result 
of a labour strike by the Graphic Arts 
International Union. On May 4, 1979 
this union entered a strike with 
Somerville Belkin’s two plants as well 
as with three other folding carton 
manufacturers in Eastern Canada that 


was not settled until October, 1979. 
There was a significant impact on the 
earnings of the eastern plants as a 
result. 


The company’s equity earnings in 
Mastico Industries Limited, in which it 
holds a 50% interest, were $307,000 
compared to $297,000 in 1978. With 
decreased car sales anticipated in 
1980 the company is making a 
concentrated effort to expand into 
non-automotive markets. 


On April 30, 1979 Somerville Belkin 
acquired the Burnaby, B.C. folding 
carton division of MacMillan Bloedel. 
This division, now operating as 
National Paper Box, services the 
western Canadian folding carton, 
Pure-Pak and set-up box markets. The 
company has also announced its 
intention to build a milk carton 
packaging plant in Edmonton, Alberta 
which should be in production in 
early 1980. 


At the Toronto packaging plant a new 6 
Colour Offset press as well as a 
companion cutting press were recently 
installed. This equipment is the latest 
and fastest available. 


In September, 1979 the Games 
Division was sold to Copp Clark 
Limited of Toronto. We are retaining a 
contract to manufacture games and 
puzzles for Copp Clark Limited in the 
London plant for at least three years. 


We wish to express our appreciation 
for the continuing support of all our 
employees this past year. 


While net earnings for the last year 
were disappointing, we are looking 
forward to next year with cautious 
optimism. 


M. Belkin, 
Chairman of the Board 


Robert F. Krause, 
President and Chief Executive Officer 


Consolidated 
Balance 


Sheet 


(000’s omitted) 


Somerville Belkin Industries Limited 

(Incorporated under the laws of Canada) 

As at September 30, 1979 

(with comparative amounts as at September 30, 1978) 


ASSETS 


Current Assets 


ACCOUNTS HECCIVAD IE riches eabeccaiis cosacestonczagseuanteageinlec atts docsinae Sota yen reece nee ace eee eee a een 
Receivable trom parent company, Belkin Packaging IG? x cacoreeeesseeecrese ee eesseeeereaee 
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Prepaid expenses 


Investments 


Shares in 50% owned company — Mastico Industries Limited — at equity value............ 
Sinking fund for preferred shares — government and industrial bonds 
at market values. (CoSt:$19:5;405) cisiq.ccckcmatendnes os saceee eager tee pee ne e 


Fixed Assets (note 4) 
Land, buildings: and equipment.:....2.5. 12 ceecsceeue cae eee eee ee 
Less accumulated GEpreciatiOn ss s.r ices0es.cateauew ceases semen oe senae ate iene ne teen ae nee 


Intangibles 


Debt fina@nCing COStsxajcs sec 2 subs Wok vee dase a ums auc Henne Patou Ree eR ene 
Pre PrOGUCTION. COSUS aren sates cau teechvacFevaneccneslpanst ae oe ae en eRe ee ee 


Approved by the Board 


M. Belkin, Director 


R. F. Krause, Director 


1979 


$18,777 
876 
263 
26,408 
639 


46,963 


1,230 


108 
1,338 


43,864 
19,080 


24,784 


182 
467 


649 
$73,734 


1978 


$16,020 


900 
ZO 1S 
762 


37,857 


Pies 


108 
1,231 


38,350 
1825 


20,525 


195 
617 


812 
$60,425 


LIABILITIES 


Current Liabilities 


PEPAOVANCES (OLED) 2. co iv.sccc.chavsssscasensvecessescevanenecaee 
Accounts payable and accrued liabilities................. 
Be ADICHOMAFEML COMPANY: «...5..0.sssersecsesssmaeseessvocesessn 
Income and other taxes payable... eee eees 
PE ACO AY ANC Sorc, hs vscorsatecnencastelicvsosssdacnaeoncnaslacdeans 
Long term debt payable within one year.................... 


BemeMet ECO Ol (NOC. 6). ccc cdivecmeccvowsseddesiassecessdeaseecscoers 


Income taxes provided not currently payable............... 


Shareholders’ equity 
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Retained earnings. 
Excess of appraised value of fixed assets over cost 


1979 


$21,465 
10,346 


573 
20 
480 


32,884 
13,702 


6,399 


13,875 
5,952 
922 


20,749 
$73,734 


1978 


$16,106 
7,066 
1,555 
754 

ZA 

955 


26,057 


9,870 


5,340 


13,927 
4,309 
922 


19,158 
$60,425 


Consolidated 
Statement of 
Retained 
Earnings 
(000's omitted) 


Somerville Belkin Industries Limited 
For year ended September 30, 1979 
(with comparative amounts for the year ended September 30, 1978) 


1979 
Balance: at begining of VOR i kacckenschorsancdecn ater: cuptns tr ecncne so clee rar are eae tore eee oe $ 4,309 
I YSuml | gota) gas Moree scih seer einen react ee 102 ici nen Oey Wnr RUE ee NEP maR A yeti eB ere OR ee nea ed Selo 1,725 
6,034 
Dividends 

Preferred’snares 95S SCrie Sia alge se eee eee SO eet oe en ce eer 82 

COMMON STATES a2 occ ante red oe ete See RN Reece leg TOGA ac tee Ona 
82 


Balance. ational Var iitacs iucissaes baaeduan keane etnies « onteseuoeaee ror venau ate Meereraeee eae ee ewe ee $ 5,952 


Consolidated 
Statement of 
income 

(000’s omitted) 


Somerville Belkin Industries Limited 
For year ended September 30, 1979 
(with comparative amounts for the year ended September 30, 1978 


1979 1978 
eae) ENACT owed wsk'bv yo son vod sodeca sind Did s abdn aces tadebcununwletensaeonescpvaceneiitee $112,399 $94,631 
Costs and expenses 

Cost of sales, selling and administrative 
Metis MOC OLE LG TOUOWIING [LOIS i snc.. cs sesevioscesccvedeveevdveosseevedandacdetsedsseensevaveuetossaboaesdespes 105,128 87,841 
Rte ANN TG Oe err Fe OB AG Js sk subRcsnndveov'edesicnsceoasd vuvanedccvodnie'as slousees saaanaasaasvcadeh 1,830 1,745 
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Consolidated 
Statement of 
Change in 
Financial 
Position 

(000's omitted) 


Somerville Belkin Industries Limited 
For year ended September 30, 1979 
(with comparative amounts for the year ended September 30, 1978) 


Working capital derived from 
Operations 

INGE INC ONO yao tereerot sonia crotit acto elasualec preaeiitncde oka eee seein car one tad ae oe ene 

Items not involving working capital 
DEP KECTATION vicisreGeara, i ete aeatatrencttes Metre eet dere ne he, Mg tee cee ee tae ee 
Income:taxes: provided not currently pavable.sene-ea.cececeomteet nee erie oedema 
Increase: in equity in:;MasticolIndusines Eimitedaa tcc eoscanen eee ee aa eee 
Amonization: of Dre production! COSISi. se cc--1u.2 1c seve sctaeecre secre eee eee eee 
Amortization-ot debt financing: COSIS:: 2:--.s:.:oncgcssstroe eee eee ee et eee oe aos 


Financing for purchase of National Paper Box division (note 2) 
Note Payable iin. .i22 420. sccm davastliah angnother ede eseeGts nan aut carne eee ences URE Or ene oe 
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Working capital applied to 

Purchase of National Paper Box division 

(nevot working \capital-of $3:000)s(NOte Ze yer tice. ost eee ee eee ect tte ee reer 
Purchase:of fixed assets: (net of: disposals) ic.) soc ree eee 
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Reduction. in Ong term: debts sci s scout coated ts eects c meee cree ee 
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Working capital at beginning of year 
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Reclassification of income taxes provided 
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1979 


1978 


$ 2,158 


1,745 
948 

(222) 
124 


pbb AS 


4,766 


4,766 


1,359 
jee Tae) 
555 
249 
66 


3,808 


958 


10,622 


220 


10,842 


$11,800 


Notes to 
Consolidated 
Financial 
Statements 


Somerville Belkin Industries Limited 
September 30, 1979 


1. Summary of Significant Accounting Policies 


(a) Basis of consolidation 


(c 


—— 


eer 


~~ 


— 


The consolidated financial statements include the 
accounts of Canadian Folding Cartons Limited and 
Somerville Automotive Trim Limited. These wholly 
owned subsidiaries are inactive. 


Inventories 


Inventories are valued using the first in first out 
method. Raw materials and supplies are valued at the 
lower of cost and net realizable value. Work in 
process and finished goods are valued at the lower of 
cost, which includes an allocation of factory 
overhead, and net realizable value. 


Fixed assets and depreciation 

Buildings and equipment are stated at cost except for 
buildings owned in 1951 and equipment owned in 
1955, which are stated at depreciated replacement 
values in accordance with appraisals made in those 
years. Other fixed assets and additions subsequent 
to the appraisals have been shown at cost, which 
includes, since 1976, interest paid on funds borrowed 
for major equipment additions. Depreciation is 
provided on a straight-line basis over the estimated 
useful lives of the fixed assets. 


Debt financing costs 

Debt financing costs related to the 8'/2% Series A 
sinking fund debentures are being amortized over the 
twenty year term of the issue on a straight-line basis. 


Preproduction costs 

The Company follows the practice of deferring costs 
associated with major plant expansions and 
amortizes these costs over the five year period 
immediately following the commencement of 
commercial production. 


2. Purchase of National Paper Box Division, 


Burnaby, B.C. 


Effective April 30, 1979 the Company purchased a 
folding carton plant in Burnaby, B.C. The transaction has 
been accounted for on the purchase method with the 
results of operations included in these financial 
statements from date of acquisition. Details of the 


acquisition are as follows: 
Net assets acquired at assigned values 


Working capital $3,000,000 
Fixed assets 5,250,000 
$8,250,000 
Consideration given at fair value 
Cash $5,500.000 
11.5% Note payable due 
January 31, 1980 2,750,000 
$8,250,000 
3. Inventories 
1979 _ 1978 
Raw materials and supplies $10,772,710 $ 6,533,803 
Work in process 5,997,718 5,053,940 
Finished goods RSS A elere A atsels TOW ke We 
$26,408,110 $20,175,480 
4. Fixed Assets 
1979 1978 
Accumulated 
Cost depreciation Net _Net 
(Note 1 (c)) 
Land $ 2,593,462 $ 2,593,462 $ 1,950,554 
Buildings 10,062,931 $ 2,816,765 7,246,166 5,299,788 
Machinery and 
equipment 30,842,025 16,142,873 14,699,152 13,039,592 
Leasehold 
improvements 365,677 120,503 245,174 234,845 
$43,864,095 $19,080,141 $24,783,954 $20,524,779 


5. Bank advances 


The bank advances are secured by a general assignment 
of accounts receivable and inventories. 


6. Long term debt 


1979 1978 

(a) 8.5% Series A sinking fund 

debentures due April 1, 1993 $ 7,320,000 $ 7,500,000 
(b) Term bank loan, with interest at 1.25% 

above bank prime rate, payable 

$75,000 quarterly, plus interest 2,550,000 2,925,000 

Term bank loan, with interest at 1.25% 

above bank prime rate, payable 

$135,000 quarterly, plus interest, 

commencing on June 1, 1981 1,562,500 
(c) 11.5% Note payable due 

January 31, 1980 2,750,000 


14,182,500 10,425,000 
(d) Less payable within one year 480,000 555,000 


$13,702,500 $ 9,870,000 


(a) Under the terms of the Trust Indenture the 81/2% 
Series A sinking fund debentures are secured by a 
floating charge on the assets of the Company. 


(b) The term bank loans are secured by a fixed and 
floating charge on the assets of certain operating 
divisions. 

(c) The 11.5% note payable is shown as long term 
because the Company has a specific commitment 
from the bank for long term financing to retire 
this note. 


(d) Principal due on long term debt during the next five 
fiscal years (after taking into account the financing in 
(c) above) is as follows: 


1980 $ 480,000 
1981 750,000 
1982 1,020,000 
1983 1,020,000 
1984 1,240,000 


7. Capital stock 


(a) The Company applied for and received a Certificate 
of Continuance under The Canada Business 


Corporations Act dated August 30, 1979. The 


authorized capital consists of common and preferred 


shares of no par value. 


The Company is restricted by its articles as to the 
maximum number of shares that can be issued as 


follows: 


129 422 Preferred shares 
500,000 Common shares 


(b) Issued and outstanding 


Number of Shares 


Amount 


We, 


1978 


UAE, 


1978 


Preferred shares $2.80 

Sinking fund cumulative, 

1953 series, redeemable 

at $51 per share 28 382 
$4.00 Non-cumulative 
subordinated, 1977 

series, redeemable at 


29,422 $ 1,419,100 $ 1,471,1¢ 


$51 per share 100,000 100,000 5,000,000 5,000,0¢ 
128,382 129,422 6,419,100 6,471,1¢ 

Common shares 498,300 498,300 7,456,300 7,456,3C 
$13,875,400 $13,927,4¢ 


(c) During the year, the Company purchased for 
cancellation 1,040 preferred shares, 1953 series 


(1978-1,306 shares). 


8. Long term ieases 


Long term leases entered into by the Company extend into 
the year 1997. The minimum annual rental payable 
thereunder for the years 1980 to 1984 is approximately: 


1980 $1,050,000 
1981 965,000 
1982 953,000 
1983 914,000 
1984 822,000 


9. Other statutory information 


Classes of business 


In the opinion of the directors the classes of business 
contributing in excess of 10% of sales were as follows: 


Amount Percentage 
1979 1978 . 1979 1978 
Packaging $92,483,780 $75,706,264 82.3 80.0 
Other 19,915,158 18,924,719 MEL 20.0 
$112,398,938 $94,630,983 100.0% 


Auditors’ 
Report 


To the Shareholders of 
Somerville Belkin Industries Limited 


We have examined the consolidated balance sheet of 
Somerville Belkin Industries Limited as at September 30, 
1979 and the consolidated statements of income, 
retained earnings and changes in financial position for 
the year then ended. Our examination was made in 
accordance with generally accepted auditing 
standards, and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the company as at 
/September 30, 1979 and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year. 


errs Kittle Y Ee 


Chartered Accountants 
-London, Canada 
November 12, 1979 
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